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DATABASE AND COLLECTIONS OF
INFORMATION MISAPPROPRIATIONS

TUESDAY, SEPTEMBER 23, 2003

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON COURTS, THE INTERNET,
AND INTELLECTUAL PROPERTY,
COMMITTEE ON THE JUDICIARY,

AND

SUBCOMMITTEE ON COMMERCE, TRADE,
AND CONSUMER PROTECTION,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The Subcommittees met, pursuant to call, at 4:08 p.m., in Room
2141, Rayburn House Office Building, Hon. Lamar Smith [Chair-
man of the Subcommittee on Courts, the Internet, and Intellectual
Property] presiding.

Mr. SMITH. The Subcommittee on Courts, the Internet, and Intel-
lectual Property will come to order along with the written permis-
sion of the Chairman of the Subcommittee on Commerce, Trade,
and Consumer Protection.

Before I recognize individuals for opening statements, let me just
make a couple of comments. To my knowledge, this is the first time
we have had such a joint hearing, and it is a privilege to do so with
the Commerce Committee, one, because they are so important; but,
two, because Cliff Stearns, the Chairman of their Subcommittee, is
a personal friend and for a number of years, actually was a neigh-
bor across the hall. And I miss seeing him on that hall.

In any case, I want to recognize Congressman Stearns, because
we will be cochairs of this hearing today. My part will be opening
statements and the testimony of the witnesses, an Congressman
S}Eearns will preside during the question-and-answer period after
that.

Let me recognize myself for an opening statement.

Today the Subcommittee on Courts, the Internet, and Intellec-
tual Property and the Subcommittee on Commerce, Trade, and
Consumer Protection will consider the discussion draft of the
“Database and Collections of Information Misappropriation Act.

I am sure many of you are wondering what can be said about
database protection that hasn’t already been said? However, after
8 years of debate, we are here to review draft legislation that em-
bodies a compromise between the House Committees on the Judici-
ary and Energy and Commerce.
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Electronic compilations and other collections of factual material
are absolutely indispensable to the American economy. These infor-
mation products place a wealth of data at the fingertips of busi-
ness, professionals, scientists, scholars and consumers. Databases
are essential tools for improving productivity, advancing education
and training and creating a more informed citizenry.

Developing, compiling, distributing and maintaining databases
requires substantial investments of time, personnel and money.

Information companies must dedicate resources to gathering and
verifying factual material, presenting it in a user friendly way and
keeping it current.

U.S. firms have been the world leaders in this field, but several
recent legal and technological developments threaten to erode in-
centives for investments needed to maintain and expand databases.

While the 1991 Supreme Court decision in Feist Publications re-
affirmed that most commercially significant databases satisfy the
originality requirement for protection under copyright, the court
emphasized that this protection is necessarily thin.

Several subsequent lower court decisions have pointed out that
current copyright laws cannot stop a competitor from lifting mas-
sive amounts of factual material from a copyrighted publication to
use as a basis for its own competing product.

In cyberspace, technological developments represent a threat as
well as an opportunity for collections of information. Copying fac-
tual material from a third party’s collection and rearranging it to
form a competing information product is cheaper and easier than
ever.

The draft legislation before us today provides protection to data-
bases and gives incentives to their creators to continue producing
these invaluable tools. This legislation is a compromise. In fact, a
key element is the misappropriation approach that is narrowly tai-
lored to target bad actors while preserving the ability of consumers
to access and use information.

Mr. SmIiTH. Now, that concludes my opening statement, and the
gentleman from Florida, Mr. Stearns, is recognized for his.

Mr. STEARNS. Thank you, Chairman Smith, for hosting this un-
precedented joint hearing, and on behalf of my fellow Energy and
Commerce Subcommittee Members, I want to thank you for the
warm hospitality. We are delighted to be here.

The copyright clause of the United States Constitution states
that “Congress shall have the power to promote the progress of
science and useful arts by securing, for limited times to authors,
the exclusive right to their respective writings.” .

This power is limited by subject matter, only writings and discov-
eries of authors may be protected, purposed material may only be
protected to the end of promoting science and useful arts; and du-
ration, writings may be protected for a limited time period.

While all three limitations are important, it is the subject matter
limitation that is the central consideration underlying copyright
protection.

For 7 years, there was a split in the courts about whether copy-
right protection would be afforded to only creative works or wheth-
er noncreative compilations of information could receive protection.
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A minority of courts held that noncreative compilations of infor-
mation could receive copyright protection under the judicial “sweat
of the brow” doctrine.

In 1991 the Supreme Court struck down the “sweat of the brow”
doctrine. The court wrestled with the ostensible paradox that while
facts are not copyrightable, compilation of facts generally are.

The Supreme Court explained that the key to understanding the
seeming paradox was in understanding why facts are not copy-
rightable.

The court held that originality is the sine qua non of copyright
law, without regard to the resources spent in collecting and assem-
bling factual compilations.

A compilation is no more worthy of copyright protection than the
underlying facts themselves, unless there is a modicum of cre-
ativity in the compilation. In other words, creative compilations of
information would be protected by copyright. Noncreative compila-
tions of information like the White Pages would not.

And that is why we are here today. Proponents of legislation
argue that this decision left a gaping hole in the protection of their
products. They believe the distribution capabilities of the Internet
have exacerbated the need to fill this gap in protection. Opponents
of the legislation see no shortcomings in the current law and be-
lieve that proponents of legislation have failed to demonstrate a
concrete problem that requires a legislative solution. They believe
contract, trespass, misappropriation, unfair competition, and the
Computer Fraud and Abuse Act provide sufficient protection for
noncreative databases.

It seems that while the opponents of the legislation would sup-
port a narrow misappropriation statute, they raise constitutional
concerns about broader proprietary interest in factual information,
and I share those constitutional concerns.

I believe that Congress should not create property rights in facts.
Specifically, I am concerned that the prohibition against making
database information available has ambiguous terms that will chill
the development of new databases and lead to further litigation. I
am concerned that a database that is merely maintained and not
necessarily collected would receive protection. How does this stand-
ard couple with the time sensitivity standard? Could the mainte-
nance provision cause a court to have a liberal reading of time sen-
sitivity?

I am most concerned about the way this legislation will impact
scientific educational and research activities. I worry that the de-
termination of what is customary is so vague, that it will only be
resolved through costly litigation. This could put a real chill on im-
portant research activity.

As a result, I suspect none of us would like to see this.

And in conclusion, I look forward to a rigorous discussion of the
constitutional issues such as the constitutional boundaries of non-
creative database misappropriation legislation and the other issues
I have raised earlier. I am pleased that we have the opportunity
today to have these questions answered. I withhold comment on
the draft of the bill until I can be certain that this draft strikes
the appropriate balance between access to information, innovation,
and protection against misappropriation.
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It is plausible that such a balance may be unattainable. I am cer-
tain the discussion here today will assist us, and I look forward to
hearing from our distinguished panel. And I thank again Chairman
Smith for his hosting this joint Committee and his hospitality.

Mr. SMITH. Thank you, Chairman Stearns.

Mr. SMiTH. The gentleman from California, Mr. Berman, is rec-
ognized for his opening statement.

Mr. BERMAN. Thank you very much, Mr. Chairman, and without,
at this point specifically, reacting to some of the comments of my
colleague from Florida, I do note the former Chairman of this Sub-
committee sitting in the back row there, Howard Coble, and there
is something about database protection in Howard Coble that auto-
matically come to mind for anyone who sat through the many
hours of hearings and markups of this legislation in earlier Con-
gresses. And we are still with the issue, and it is good to have
Howard with us at this time.

I am open-minded on this issue, one of those rare issues that I
am open minded on. And I look forward to the witnesses and un-
derstanding exactly what the draft does, how it differs from the
earlier legislation offered by each Committee and studying the
issue further. So I am glad you called this hearing, and I think this
is an important issue for us to be dealing with and look forward
to the testimony of the witnesses.

Mr. SmiTH. Thank you, Mr. Berman.

Mr. SMITH. And I also thank you for pointing out that Mr. Coble
is with us, and I would like to ask him, if Mr. Coble is still here,
he is welcome to join us up at the table here. And we appreciate
all that he has done on this issue to date.

Mr. CoBLE. I want to thank the gentleman from California for
his kind words. Howard, thank you, but pardon my gravelly voice.
I am just getting over a cold. And, Mr. Chairman, thank you for
calling—this is—I don’t think the gentleman from Florida and I are
in synch on this, but this is a very important issue, Mr. Chairman.
I thank you for having the hearing.

Mr. SMITH. Thank you, Mr. Coble.

The gentlewoman from Illinois, Ms. Schakowsky is recognized for
her opening statement.

Ms. SCHAKOWSKY. Thank you, Chairman Smith, and I want to
thank my Chairman, Chairman Stearns, for holding today’s hear-
ing on the database and collection of Information Misappropriation
Act of 2003.

I really look forward to hearing the expert testimony from today’s
witnesses, their thoughts on the draft bill and the problems that
the bill aims to address.

As we all know, this is a highly controversial issue that has been
debated for several years by Members of both Committees. In my
view, our copyright laws need to strike a very delicate balance be-
tween the interests of proprietors and consumers. Our laws must
ensure that proprietors are rewarded for their work, while at the
same time protecting the consumer’s access to information. It is ex-
tremely important that we do not pass laws that prevent people
from obtaining factual information. Database owners can already
copyright their original selection, coordination and arrangement of
facts.
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We need to explore the issue further to determine if the current
protections are adequate. If they are not, legislative remedies must
be narrowly tailored to solve identified problems. Sweeping legisla-
tion could hamper research and harm consumers.

I heard just in the last few days from Northwestern University,
a University of my district, and they were supporting a letter from
the president of the Association of American Universities that was
written to Chairman Tauzin and Sensenbrenner that I would—if it
hasn’t already—Ilike to ask unanimous consent to place the letter
in the record.

Mr. SMITH. And without objection, that letter will be made a part
of the record.

[The information referred to follows:]



ACE American Council on Education
AAU 4ssociation of American Universities ‘
NASULGC National Association of State Universities and Land-Grant Colleges

September 8, 2003

The He ble F. James S brenner, Jr.
Chair, House Committee on the Judiciary
2449 Rayburn House Office Building

Washington, DC 20515 RECEIVED
The Honorable W.J. " Billy" Tauzin SEP 102003
Chair, House Committes on Energy and Commerce B

2183 Rayburn House Office Building Committes on the Judiciary
Washington, DC 20515

Dear Chairman Sensenbrenner and Chairman Tauzin:

I write on behalf of the Association of American Universities, the American Council on Education, and the
National Association of State Universities and Land-Grant Colleges, concerning the database protection legislation
discussion draft “Database and Collections of Information Misappropriations Act,” which was made available

college and university research and education programs, which invigorate our domestic ¢conomy, sharpen our
international competitiveness, strengthen our national security, and enrich the health and quality of life of our
citizens, .

The higher education community has important interests on both sides of the database protection debate,
Information, including data of all kinds and databases containing that information, is an essential input into higher
education research and education programs. At the same time, databases and organized collections of information
constitute one of the most important outputs of those programs. Colleges and universities therefore recognize the
need for a balanced approach. We support policies that retain incentives to create databases and that protect the
integrity of those databases. But higher education has an overriding interest in preserving unfettered access to data
and information, which are, after all, the basic building blocks of the knowledge produced through research and
education. Thus, colleges and universities believe that any database protection legislation should provide narrowly
focused protection that supports data integrity and Tesponds to demonstrable threats to the incentive to create
databases without impeding access to the data and information upon which research and education programs-
depend.

We appreciate the evident hard work and good-faith effort to achieve an appropriate balance that are
reflected in the discussion draft. We understand the difficulty of reconciling the often sharply differing views of
the wide range of groups critically affected by database protection legislation.

American Council on Education » One Dupont Circle, NW, Suite 800, Washington, DC 20036 « (202) 939-9300
Association of American Universities 1200 New York Ave,, NW, Suite 550, Washington, DC 20005 « (202) 408-7500
National Association of State Universities and Land-Grant Colleges » 1307 New York Ave,, NW, Suite 400, Washington, DC 20005 « (202) 478-6040



From our perspective, we believe that the draft moves in the right direction in a number of important
respects when compared to previous legislative proposals. Notably, we recognize and appreciate the elimination of
the concept of “qualitative” substantiality, which we believed was inappropriate in a bill intended to protect the
substantial effort involved in creating large databases. We also appreciate (i) the clear recognition that the
protection of the bill is directed to “large” databases that require substantial effort to develop, (ii) the effort to tie
the requisite injury to direct competition in the same market as the existing database, and (ifi) the insertion of a
knowledge standard as a condition of liability, which should help protect innocent downstream users of data.

However, we are concemned that a number of the problematic provisions and uncertainties of earlier
proposals remain in the current draft. For example, the draft does not make clear that making available a
“quantitatively sut ial part” of a datat “generated.. .through a substantial expenditure...” is not a violation
unless the part made available was itself the result of a “substantial expenditure...” by the database claimant, In
addition, there appears to be no requirement that the defendant’s conduct cause the substantial injury that
undermines the incentive to create the database. While one provision includes a related concept, that provision
appears to require only proof of the notion that free-riding in the abstract, not necessarily connected to the behavior
of the defendant, would diminish incentive, a proposition that, as specified in the bill, would virtually always be
true. Thus, the bill would still appear to permit suit for single lost sale or, equally troubling, a single lost source of
data. Further, while we understand the threat posed by the upauthorized making all or substantially all of a
database available to the relevant public, the concept of “making available to others” appears overly broad, and
could pose a threat to traditional, collaborative work within or among universities. We also are puzzled by the
apparent lack of any required nexus between the person who contributes the substantial effort or investment that
qualifies for protection and the rights and remedies that are granted to any “injured” person.

We are concerned that the bill does not make sufficiently clear that customary academic uses of data and
information are protected from liability so that scholars and researchers who engage in those uses will not need
lawyers looking over their shoulders lest they find themselves in court facing potential large liability. Protecting
academic uses of data has been a findamental concern of the higher education cx ity since the datab
discussions began. We believe there should be a strong safety net to prevent the chilling of customary and well-
accepted educational and research activities. The lack of such protection could slow the advancement of
knowledge and could thus be extremely harmful to the national interest. We have urged, and continue to urge, that
the burden of proof of demonstrating that customary nonprofit academic and scientific uses are unreasonable
should be a heavy one and should fall on the plaintiff,

In addition, the current draft contains a number of new provisions whose intent and impact are ambiguous
and which could have serious unintended consequences for colleges and universities and for research and
education. We note in particular (i) the new subpoena provision, which appears to be substantially broader than
the already controversial provision in the DMCA, (ii) the service provider immunity provision, which could be
read not to provide essential protection that we believe was intended, and (ili) the effect of the inclusion of
“maintenance” in the prohibition and how it relates to the duration of protection and the extent of effort required
for protection.

Given the importance of data and databases to colleges and universities and the potential long-term
economie; educational; and research impacts-of the tegistation, we urge you to allow sufficieit time to address and
resolve these concerns before your committees move this bill forward.



‘We recognize that the database debate has been a long and difficult one,

s and we understand your desire to
advance the process. We are prepared to work with you in any way we can to resolve our concerns and help

produce database legislation that provides appropriately focused protecti i . o
and information. proprately P on while preserving critical access to data

Cordially,
N, femsvetiver
Nils Hasselmo

President
Association of American Universities

cc:  Members of House Judiciary Committee
Members of House Energy and Commerce Committee

Ms. SCHAKOWSKY. Let me just quote a couple sentences. Quote,
colleges and universities believe that any database protection legis-
lation should provide narrowly focused protection that supports
data integrity and response to demonstrable threats to the incen-
tive to create databases without impeding access to the data and
information upon which research and education programs depend.

We have also heard from librarians who have been very careful
in representing the consumer interests and researchers’ interest,
and I look forward to learning more about this important topic
from today’s witnesses. Thank you.

Mr. SmiTH. Thank you, Ms. Schakowsky.
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Mr. SMITH. Without objection, other Members’ opening state-
ments will be made a part of the record, and now I will introduce
our witnesses today. Our first witness is David Carson, general
counsel of the U.S. Copyright Office. Mr. Carson oversees the Of-
fice’s regulatory activities, litigation and administration of the
copyright law. He also serves as a liaison on legal and policy mat-
ters between the Copyright Office and Congress and other Govern-
ment agencies. He is a graduate of Stanford University where he
earned a master’s degree in history, and Harvard Law School.

The next witness is Thomas J. Donohue, president and chief ex-
ecutive officer of the United States Chamber of Commerce. Prior to
his current post, Mr. Donohue served for 13 years as the president
and chief executive officer of the American Trucking Association.
Mr. Donohue earned a bachelor’s degree from St. John’s University
and his MBA from Adelphi University.

Our next witness is Keith Kupferschmid, vice president for Intel-
lectual Property Policy and Enforcement for the Software and In-
formation Industry Association. Mr. Kupferschmid is responsible
for working directly with SIIA’s intellectual property committee. He
graduated from the University of Rochester in 1987 with a BS in
mechanical engineering and from American University’s Law
School in 1993.

Our last witness is William Wulf, who was elected president of
the National Academy of Engineering in 1997. The NAE and Na-
tional Academy of Sciences operate under Congressional charter to
provide advice to the Government on issues of science and engi-
neering.

Mr. Wulf is the author of over 100 papers and technical reports,
has written three books and holds two U.S. patents. And I welcome
you all. We have written statements from every one of our wit-
nesses, and without objection, the complete statements will be
made a part of the record.

Mr. SMITH. As you know, we expect you to limit your testimony
to 5 minutes, and Mr. Carson, we will begin with you.

STATEMENT OF DAVID CARSON, GENERAL COUNSEL, COPY-
RIGHT OFFICE OF THE UNITED STATES, LIBRARY OF CON-
GRESS

Mr. CARSON. Good afternoon, Chairman Smith, Chairman
Stearns, Ranking Members Berman and Schakowsky. Members of
both Subcommittees. Thank you for giving the Copyright Office the
opportunity to testify at this hearing on the discussion draft of the
Database and Collections of Information Misappropriation Act.

Our written testimony provides some historical perspective on
database protection in the United States, briefly reviews the ap-
proach taken in the discussion draft and addresses some of the con-
cerns that critics of database legislation have voiced thus far.

In the few minutes that I have with you today, I would like to
focus on the message that the Register of Copyrights has delivered
in past testimony on database legislation, a message that is equally
relevant today. Since the Supreme Court in the Feist case with-
drew much of the protection that copyright law had previously of-
fered to databases, the Copyright Office has perceived a need to
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provide adequate incentives for the production and dissemination
of databases.

We believe the databases are important to our economy and cul-
ture, both as a component in the development of electronic com-
merce and as a tool for facilitating scientific, educational and tech-
nological advancement. We have long recommended an approach to
database protection based on a misappropriation or unfair competi-
tion model rather than an exclusive property rights model.

At the same time, we have been concerned about the risks of
overprotection. The free flow of information is essential to the ad-
vancement of knowledge, technology and culture, and we support
legislation that, while ensuring adequate incentives for investment,
would not inhibit access and use for socially beneficial purposes in
appropriate circumstances.

The discussion draft represents a continuing evolution toward
such an approach. We commend the leadership of those who have
worked so hard to produce a draft that adopts this approach and
takes into account the needs of producers of databases as well as
users and members of the educational, scientific and research com-
munities.

While we have not had sufficient opportunity to study the discus-
sion draft to permit us to offer any defensive views on this par-
ticular draft, we believe in general that it represents a major step
in the direction of enactment of the type of balanced legislation
that the Office has long recommended.

I should point out that our testimony on this issue in the past,
as well as today, draws heavily on our 1997 Report on Legal Pro-
tection of Databases which contains a wealth of information on the
subject, to which I commend you.

Since the Supreme Court’s 1991 decision in Feist, only a thin
layer of copyright protection remains for qualifying databases. In
order to qualify, they must exhibit some modicum of creativity in
the selection, arrangement or coordination of the data in them.

The protection is thin in that only the creative elements—the se-
lection, coordination and arrangement of data—are protected by
copyright. In no case is the data itself copyrightable.

One of the most significant cases in this area since Feist is the
2nd Circuit’s 1997 decision in NBA v. Motorola. It is our under-
standing that the approach taken in the discussion draft is de-
signed to codify the standards set forth in the NBA case. Our writ-
ten testimony sets forth our analysis of the extent to which the dis-
cussion draft succeeds in this effort, and we believe that, by and
large, it does succeed.

We do believe that further clarification may be necessary in some
instances. For example, to determine whether the approach taken
in the discussion draft is intended to codify nothing more than the
hot news misappropriation doctrine discussed in the NBA case and
the landmark 1918 Supreme Court decision in International News
Services v. Associated Press.

While the discussion draft requires that the unauthorized mak-
ing available occur in a time-sensitive manner, courts would be in-
structed to consider the temporal value of the information in the
database within the context of the industry sector involved in de-
termining whether the time-sensitive requirement has been met.
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This suggests that perhaps something beyond hot news would be
protected, but further thought should be given to clarifying the cir-
cumstances under which such protection should be given.

We do believe that serious consideration should be given to pro-
tecting more than hot news, but on the other hand, to the extent
that the legislation would go beyond protection of hot news, we are
inclined to favor imposing some time limit on the duration of pro-
tection for a database.

As always, the Copyright Office stands ready to assist you in
your further consideration of this proposal, and I will be pleased
to answer any questions you may have.

Mr. SMITH. Thank you, Mr. Carson.

[The prepared statement of Mr. Carson follows:]

PREPARED STATEMENT OF DAVID O. CARSON

Good afternoon. Chairman Smith, Chairman Stearns, Congressman Berman, Con-
gressman Schakowsky, Members of both Subcommittees, it is a pleasure to appear
before you today. Thank you for giving the Copyright Office the opportunity to tes-
tify at this hearing on the discussion draft of the Database and Collections of Infor-
mation Misappropriation Act.

The Copyright Office has testified twice in recent years before the Subcommittee
on Courts and Intellectual Property on legislation to protect databases. In the 105th
and 106th Congresses, the Register of Copyrights testified in connection with the
proposed Collections of Information Antipiracy Act. That bill was passed by the
House in the 105th Congress but no action was taken in the Senate. In her testi-
mony on that legislation and on a later version, the Register testified that there was
a need to preserve adequate incentives for the production and dissemination of data-
bases, which are increasingly important to the U.S. economy and culture, both as
a component in the development of electronic commerce and as a tool for facilitating
scientific, educational and technological advancement. She stated that there was a
gap in existing legal protection, which could not be satisfactorily filled through the
use of technology alone. This legal gap was compounded by the ease and speed with
which a database can be copied and disseminated, using today’s digital and scan-
ning capabilities. Without legislation to fill the gap, publishers were likely to react
to the lack of security by investing less in the production of databases, or dissemi-
nating them less broadly. The result would be an overall loss to the public of the
bgileﬁts of access to the information that would otherwise have been made avail-
able.

At the same time, the Register cautioned that the risks of over-protection were
equally serious, because (as already noted) the free flow of information is essential
to the advancement of knowledge, technology and culture. She testified in support
of legislation that would ensure adequate incentives for investment, without inhib-
iting access for appropriate purposes and in appropriate circumstances.

Accordingly, the Register recommended the restoration of the general level of pro-
tection provided in the past under copyright “sweat of the brow” theories, but under
a suitable constitutional power, with flexibility built in for uses in the public inter-
est in a manner similar to the function played by fair use in copyright law. Such
baﬁnced legislation could optimize the availability of reliable information to the
public.

In the intervening years, nothing has occurred to change the views of the Copy-
right Office. We continue to believe that balanced legislation should be enacted that
would provide appropriate levels of protection for producers of databases, without
unnecessarily impeding the free flow of knowledge and information.

The discussion draft represents a continuing evolution of the legislation address-
ing the protection of databases toward a pure misappropriation approach. In our
previous testimony we expressed the view that misappropriation is the best ap-
proach to this issue and we commend the leadership of all of those who have worked
so hard on this issue for their commitment to craft legislation that takes into ac-
count the needs of producers of databases as well as users and members of the edu-
cational, scientific and research communities. While we have not had sufficient op-
portunity to study the discussion draft to permit us to offer any definitive views on
this particular draft, we believe in general that it represents a major step in the
directio(ril (ciyf enactment of the type of balanced legislation the Office has long rec-
ommended.
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Much of what I say today will be based on the research and findings of the Reg-
ister in her August 1997 Report on Legal Protection for Databases, which was pre-
pared at the request of Senator Hatch, Chairman of the Senate Committee on the
Judiciary. We are aware of no major developments since the time of that Report
that have significantly altered the landscape with respect to legal protection for
databases.

My testimony today will provide a historical perspective concerning the protection
of databases in the United States, briefly review the approach taken in the discus-
sion draft and address some of the concerns that critics of database legislation have
voiced.

I. THE HISTORY OF DATABASE PROTECTION IN THE UNITED STATES

In the terminology of the copyright law, a database is a “compilation.” The Copy-
right Act defines a compilation as “a work formed by the collection and assembling
of preexisting materials or of data . . .”! Compilations were protected as “books” as
early as the Copyright Act of 1790.

Over the course of the nineteenth century, two rationales developed for protecting
compilations under copyright. The earliest cases identified the compiler’s effort—
“his own expense, or skill, or labor, or money”2—as the critical contribution justi-
fying protection. This type of analysis came to be known as the “sweat of the brow”
doctrine. Analyses under sweat of the brow emphasized both the compilers’ efforts
and the copiers’ “unfair use of the copyrighted work, in order to save themselves
the time and labor of original investigation.”

During the late nineteenth century, courts began to articulate another basis for
copyright protection that generally differed from the labor/investment approach
taken in cases involving compilations. In a series of decisions from 1879 to 1903,
the Supreme Court held that the “writings” that could be protected under the Copy-
right Clause of the Constitution included “only such as are original,”* and indicated
that creativity is a component of originality.>

The evolving doctrine of originality was applied by some courts in compilation
cases, particularly cases involving compilations of textual materials such as law
books. These cases identified the author’s critical contribution justifying protection
as his judgment in selecting and arranging materials.®

This approach coexisted with, rather than supplanted, sweat of the brow cases.
Sweat of the brow was applied to cases involving purely factual compilations, such
as catalogs and directories.

On the question of the scope of protection afforded to compilations, there was
somewhat greater uniformity in the case law. In compilation cases, regardless of the
theoretical framework adopted to justify copyright protection, once the plaintiff’s
work was determined to be copyrightable, courts generally held a defendant to have
infringed whenever material was copied from the plaintiff's work. Typically, there
was no inquiry as to whether the particular material copied was protected by the
plaintiff’s copyright. To avoid infringement, a second-comer was required to go to
the original sources and compile the material independently, without reference to
the earlier work.” A common thread running through many of these decisions was
the court’s desire to prevent the copier from competing unfairly with the compiler
by appropriating the fruits of the compiler’s efforts or creativity. In this sense,
courts treated copyright protection for compilations much like a branch of unfair
competition law.

In the Copyright Act of 1976, Congress included in the definition of “compilation”
the first express statutory link between compilations and original works of author-
ship “. . .that are selected, coordinated, or arranged in such a way that the result-

117 U.S.C. §101.

2Emerson v. Davies, 8 F. Cas. 615, 619 (C.C.D. Mass. 1845).

3 West Pub. Co. v. Lawyers’ Co-operative Pub. Co., 79 F. 756, 772 (2d Cir. 1897).

4In re The Trademark Cases, 100 U.S. 82, 94 (1879).

5 Bleistein v. Donaldson Lithographing Co., 188 U.S. 239 (1903).

6See e.g., Edward Thompson Co. v. American Lawbook Co., 122 F. 922, 924 (2d Cir.
1903)(focusing on “skill and taste of the [plaintiff] in selecting or arranging” materials); Law-
rence v. Dana, 15 F. Cas. 26, 28, 4 Cliff. 1 (C.C.D. Mass. 1869)(“copyright may justly be claimed
by an author of a book who has taken existing materials from sources common to all writers,
and arranged and combined them in a new form, and given them an application unknown be-
fore, for the reason that, in so doing, he has exercised skill and discretion in making the selec-
tions, arrangement, and combination . . .”).

7See, e.g., Williams v. Smythe, 110 F. 961 (C.C.M.D. Pa. 1901); List Publishing Co. v. Keller,
30 F. 772 (C.C.S.D.N.Y. 1887).
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ing work as a whole constitutes a work of authorship.”® Cases under the 1976 Act
were divided about the continuing viability of the sweat of the brow doctrine. Some
circuits continued to apply it,° while other circuits rejected it, requiring a showing
of sufficient creativity in order to entitle a compilation to copyright protection.!® The
Supreme Court resolved the split in the circuits in Feist Publications, Inc. v. Rural
Tel. Serv. Co.!! In that case, the Supreme Court held that the white pages of a tele-
phone directory (containing an alphabetical listing of all residents with telephone
service in a defined geographic area) was insufficiently creative to merit copyright
protection. The Court held that the requirement of creativity was not merely statu-
tory, but rooted in the Copyright Clause itself. 2 Thus, the sweat of the brow doc-
trine was laid to rest.

What remains is a thin layer of copyright protection for qualifying databases. In
order to qualify, they must exhibit some modicum of creativity in the selection, ar-
rangement, or coordination of the data. The protection is thin in that only the cre-
ative elements (selection, arrangement, or coordination of data) are protected by
copyright. Explanatory materials such as introductions or footnotes to databases
may also be copyrightable. But in no case is the data itself (as distinguished from
its selection, coordination or arrangement) copyrightable. The absence of uniform
%)rotection for noncreative databases is what has given rise to the calls for this legis-
ation.

II. DISCUSSION DRAFT OF THE DATABASE AND COLLECTIONS OF INFORMATION
MISAPPROPRIATION ACT

It is our understanding that the scope and applicability of the prohibitions in the
discussion draft are designed to codify the standards set forth in the Second Cir-
cuit’s decision in National Basketball Ass’n v. Motorola, Inc. (“NBA”).13 That case
involved a state law misappropriation claim by the NBA against the maker of a
hand-held pager which provided subscribers with scores and statistics of profes-
sional basketball games in progress.!4 In analyzing the case, the court concluded
that a “hot news” misappropriation claim under the theory of International News
Service v. Associated Press !> (“INS”) would survive preemption by federal copyright
law.!6 The court enumerated five elements “central to an INS claim.” Those condi-
tions are:

(i) the plaintiff generates or collects information at some cost or expense;
(i) the value of the information is highly time-sensitive;

(iii) the defendant’s use of the information constitutes free-riding on the plain-
tiff’s costly efforts to generate or collect it;

(iv) the defendant’s use of the information is in direct competition with a prod-
uct or service offered by the plaintiff; and

(v) the ability of other parties to free-ride on the efforts of the plaintiff would
so reduce the incentive to produce the product or service that its existence
or quality would be substantially threatened.!”

A. The plaintiff generates or collects information at some cost or expense.

The first condition is codified in subsection 3(a)(1) of the discussion draft, which
applies the prohibition against misappropriation only to databases that were “gen-
erated, gathered, or maintained through a substantial expenditure of financial re-
sources or time.” The term “maintained” does not appear in the court’s articulation

817 U.S.C. §101.

9See, e.g., Illinois Bell Tel. Co. v. Haines & Co., 683 F. Supp. 1204 (N.D. I1l. 1988), aff’'d, 905
F.2d 1081 (7th Cir. 1990), vacated and remanded, 499 U.S. 944 (1991); Rural Tel. Serv. Co. v.
Feist Publications, Inc., 916 F.2d 718 (10th Cir. 1990), reversed, 499 U.S. 340 (1991).

10See, e.g., Financial Info., Inc. v. Moody’s Investors Serv., Inc., 808 F.2d 204 (2d Cir. 1986),
cert denied, 484 U.S. 820 (1987); Eckes v. Card Prices Update, 736 F.2d 859 (2d Cir. 1984);
Worth v. Selchow & Richter Co., 827 F.2d 569, 572-73 (9th Cir. 1987).

11499 U.S. 340 (1991).

12]d. at 346.

13105 F.3d 841 (2d Cir. 1997).

14The case also involved a claim of infringement of the copyrights in the broadcasts of the
games. That claim was rejected by the court because alleged infringement involved reproduction
only of the uncopyrightable facts from the broadcasts, and not of the expression or descriptions
of the games that constituted the broadcasts. 105 F.3d at 847.

15248 U.S. 215 (1918).

16 See 17 U.S.C. §301.

17105 F.3d at 852.
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of the first condition. However, the reference to “quality” in the fifth factor could
suggest a recognition that misappropriation applies not only to the initial creation
but to the periodic update and verification of the product or service. One other vari-
ation from the exact language of the court is the requirement of a “substantial” ex-
pense. The court used the arguably less demanding term, “some.” The discussion
draft also equates “time” with “cost or expense,” which we believe is probably a de-
fensible interpretation of the elements set forth in NBA.

B. The value of the information is highly time-sensitive.

The second condition is codified in subsection 3(a)(1) of the discussion draft, which
requires that the making available occur “in a time sensitive manner.” Section 3(c)
of the discussion draft states that courts shall consider “the temporal value of the
information in the database, within the context of the industry sector involved” in
determining whether this condition is met. The discussion draft omits the term
“highly,” although it is not clear how much difference that makes. The discussion
draft appears to take a flexible approach to this condition, requiring consideration
of the business context, but also allowing a court to consider whatever other factors
it might deem relevant. This approach may well be the subject of initial uncertainty,
until courts have provided guidance in applying the standard. In this respect, the
discussion draft may go beyond the “hot news” doctrine addressed in NBA and INS.

In its previous testimony, the Copyright Office noted with approval the applica-
tion of a definite term of protection, beginning at the time the relevant portion of
the collection is first used in commerce. The Office continues to have concerns about
protection without a clear end point. However, the time sensitivity provisions of the
discussion draft may address that concern, depending upon how they are inter-
preted. It may be that consideration should be given to clarifying the scope and ap-
plication of the “time sensitive” component of this discussion draft. To the extent
that it goes beyond “hot news”—and in the past the Office has supported protecting
more than “hot news”—there may still be reason to consider some specific limitation
on the duration of protection.

C. The defendant’s use of the information constitutes free-riding on the plaintiff’s
costly efforts to generate or collect it.

The third condition is codified in subsection 3(a) of the discussion draft, which
prohibits the “mak[ing] available in commerce to others a quantitatively substantial
part of the information in a database generated, gathered, or maintained by another
person . . .” While the term “free- riding” does not appear in the relevant portion
of the text, the conditions described appear to be the practical equivalent. Moreover,
the “free-riding” problem is addressed in subsection 3(a)(3).

D. The defendant’s use of the information is in direct competition with a product or
service offered by the plaintiff.

The fourth condition is codified in subsection 3(a)(2) of the discussion draft, which
requires that the making available “inflict[] an injury.” That term is defined in sub-
section 3(b) as “serving as a functional equivalent in the same market as the data-
base in a manner that causes the displacement, or the disruption of the sources,
of sales, licenses, advertising, or other revenue.” Here the discussion draft expressly
provides for direct competition and also requires the showing of at least some dis-
ruption in revenue to the compiler.

E. The ability of other parties to free-ride on the efforts of the plaintiff would so re-
duce the incentive to produce the product or service that its existence or quality
would be substantially threatened.

The fifth condition is codified verbatim in subsection 3(a)(3) of the discussion
draft. Thus, this legislation appears to codify the standards set forth by the Second
Circuit.

III. CRITICISMS OF THE DISCUSSION DRAFT

I understand that the discussion draft has been the subject of criticism. I would
like to take this opportunity to address some of those arguments.

A. Constitutionality

It has been suggested that this legislation exceeds Congress’ authority under Arti-
cle I, section 8 of the Constitution. As you know, the Constitution provides explicit
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authority for the protection of copyright.18 As discussed earlier, the Supreme Court
held in Feist that the Copyright Clause cannot serve as a basis of authority for the
protection of noncreative databases. But Feist does not address whether some other
basis for protection of such materials may exist. The most likely other basis is the
Commerce Clause.!® At least one critic suggests that the Commerce Clause cannot
serve this function. The Copyright Office disagrees.

It has long been accepted that Congress has the power to enact trademark legisla-
tion under the Commerce Clause, despite the fact that trademarks may be seen as
a form of intellectual property; that trademark law protects material that does not
meet standards for copyright and patent protection; and that the protection may last
indefinitely. The Supreme Court’s opinion in The Trademark Cases2° held unconsti-
tutional an early attempt by Congress to enact a trademark law, based on a lack
of Congressional power under either the Copyright Clause or the Commerce Clause.
According to the Court, the Copyright Clause did not provide authority for the legis-
lation because trademarks have different “essential characteristics” from inventions
or writings, since they are the result of use (often of already-existing material) rath-
er than invention or creation, and do not depend on novelty or originality.2! The
Commerce Clause did not provide authority because the particular trademark law
in question governed all commerce and was not limited to interstate or foreign com-
merce.22 The opinion suggested that similar legislation limited as to the type of com-
merce involved would pass constitutional muster under the Commerce Clause. In-
deed, legislation consistent with the Court’s interpretation of the Commerce Clause
was subsequently enacted and has gone unchallenged since 1905.

The Register’s 1997 Report on the Legal Protection of Databases stated that “To
the extent that database protection promotes different policies from copyright pro-
tection, and does so in a different manner, it is similar to trademark law, and there-
fore seems likely to survive a constitutional challenge.” The prohibition set forth in
this discussion draft appears to meet that prescription. It is crafted to protect that
which the NBA case held to be outside of copyright. Its focus is on unfair competi-
tion through the misappropriation of a commercial product that is the result of sub-
stantial expenditure of another’s financial resources or time, in a way that inflicts
commercial injury on that person, elements that are far removed from the core of
copyright.

B. Subpoena to Identify Violators

The discussion draft includes a procedure similar to that in 17 U.S.C. §512(h) to
allow potential plaintiffs to learn the identity of those they believe have violated the
provisions in this discussion draft. The Copyright Office believes that the section
512(h) subpoenas are a necessary and appropriate tool in copyright owners’ struggle
against infringement, particularly in the digital and online environments. However
the discussion draft does differ in one significant respect: Section 512(h) requires the
person seeking a subpoena to file with the clerk of the court a certain information
about the claim of infringement that has given rise to the controversy that requires
identification of the alleged infringer. This provision provides assurances that the
subpoena is sought in good faith and that there is an objective basis for seeking it.
The current discussion draft does not have any analogous safeguards. The Copyright
Office recommends the inclusion of such a provision in this discussion draft.

C. Fair Use Exception

We understand that some have suggested that this discussion draft is somehow
flawed without the inclusion of a “fair use” exception, similar to the one that ap-
pears in the Copyright Act.23 In the past, the Copyright Office has supported inclu-
sion of provisions similar to fair use in database protection legislation. However, the
past legislative proposals provided for broader protection than is provided in this
discussion draft. In providing for a narrower prohibition, the discussion draft may
well obviate the need for a fair use-type of provision. It may well be that this discus-
sion draft already incorporates most of the principles embodied in copyright fair use.

18“To promote the Progress of Science and useful Arts, by securing for limited Times to Au-
thors and Inventors the exclusive Right to their respective Writings and Discoveries.” U.S.
Const., Art. I, sec. 8, cl. 8.

19“To regulate Commerce with foreign Nations, and among the several States . . .” U.S.
Const., Art. I, sec 8, cl. 3.

20100 U.S. 82 (1879).

21]d. at 93-94.

22]d. at 97.

23See 17 U.S.C. §107.
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The “purpose and character of the use”24 is addressed by subsection 3(a) of the dis-
cussion draft, which prohibits the “making available in commerce,” and in sub-
section 3(b), which makes clear that the prohibition extends only to inflictions of in-
jury that serve as a functional equivalent in the same market as the database. The
“amount and substantiality of the portion used”?25 is also addressed in subsection
3(a), which requires “a quantitatively substantial part of the information.” Indeed,
this provision is more permissive than fair use, which may not excuse the use of
a quantitatively insubstantial portion that is qualitatively vital to the work. The “ef-
fect of the use upon the potential market for or value of the copyrighted work” 26
is addressed by subsection 3(a)(3), requiring that the ability of others to free-ride
threaten the “existence or quality” of the database, as well as subsection 3(b), with
its strong requirement of market harm. Of course, the second fair use factor, “the
nature of the copyrighted work,”?7 is inapplicable to a legal regime specifically de-
signed to protect that which is denied copyright protection for lack of creativity.
While we are strong proponents of fair use and understand the desire for such a
provision in database protection legislation, we are not persuaded that such a provi-
?ion is necessarily required when the prohibition itself serves the policies underlying
air use.

D. Internet Service Provider Liability

There has been complaint that the discussion draft would subject internet service
providers (“ISPs”) to liability unfairly. However, subsection 7(i) of the discussion
draft explicitly insulates ISPs from liability unless their employees violate the prohi-
bition while acting within the scope of their duties, actively direct or induce a viola-
tion of the prohibition, or receive a financial gain directly attributable to the viola-
tive conduct. It is not readily obvious to the Copyright Office how the ordinary use
of ISPs’ systems by their users could be within the scope of these few exceptions
to the general rule that ISPs do not bear liability under this discussion draft. More-
over, it is notable that the discussion draft provides this benefit to ISPs without re-
quiring them to abide by many of the conditions that appear in section 512 of the
Copyright Act,28 such as taking down violative material in response to a notice or
terminating the account of a repeat offender. Compared to section 512, this provi-
sion appears to be generous.

E. Alleged Expansion of Intellectual Property Protection

There is also apparently a somewhat amorphous criticism that this discussion
draft would serve in furtherance of an alleged trend of expanding intellectual prop-
erty protection without counterbalancing other interests. The Copyright Office sees
no such trend. Indeed, the last few years have seen expansions of exceptions and
limitations. For example, legislation has provided exceptions and limitations for dig-
ital distance education,?® use of works by the blind,3° and the aforementioned provi-
sions for ISPs.3!

A complete analysis of intellectual property protection includes a consideration
not only of the provisions of the law, but also of the other factors which affect the
incentive to create and the availability for use of protected materials. Most signifi-
cantly, the dramatic growth of the use of digital technology and the Internet have
made more materials available to more people than ever before. However, this tech-
nology has also created an avenue for the improper use of materials on a previously
unimagined scale. Changes in the law to try to prevent or remedy these improper
uses do not necessarily reflect a change in philosophy about the appropriate scope
of protection and have not altered the fact that both authorized and unauthorized
users of protected materials generally have greater opportunities to use the material
of others than they did before these technological developments.

IV. CONCLUSION

The discussion draft represents the latest in a series of legislative attempts to pro-
vide consistent, federal standards of protection for databases. As I noted at the out-

24§107(1).

25§107(3).

26§107(4).

27§107(2).

28 See 17 U.S.C. §512 (limiting the liability of qualifying ISPs for copyright infringement).
29See 17 U.S.C. §110(2).

30See 17 U.S.C. §121.

31See 17 U.S.C. §512.
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set, the Copyright Office is sympathetic to these efforts but does not, at this time,
take a position on this legislation. As always, the Copyright Office stands ready to
assist both Subcommittees and I will be pleased to answer any questions you may
have.

Mr. SMITH. Mr. Donohue.

STATEMENT OF THOMAS J. DONOHUE, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, CHAMBER OF COMMERCE

Mr. DONOHUE. Thank you, Mr. Chairman. And Mr. Chairmans,
all and Members, it is fun to appear before a joint Committee. You
are never quite sure where the balance is. So we will keep an eye
from this end as well.

On behalf of the Chamber’s 3 million business members of every
size and every sector, I am pleased to come here today and to dis-
cuss this draft legislation. Let me briefly explain the two very im-
portant reasons why the Chamber is clearly opposed to this piece
of legislation, and then we will gladly answer your questions.

First, the Nation already has on the books, as many have already
mentioned, the vast web of laws that protect database information,
laws that even database producers themselves appear to be com-
pletely satisfied with. We have the benefit of contract intellectual
property, copyrights, state of law misappropriation, trespass and
Federal computer antihijacking statutes and numerous other pro-
tections that are on the books and in plac